INTRODUCTION
Study of capital structure is still a warm topic to be discussed since it may be related to the firm's value whenever the firms manage their financing decision (Modigliani & Miller, 1963) . Some studies on the firm financing structure highlight the firm-level covariates, like profitability, tangibility, size, and so on, as the leverage determinants . They recommended that besides firm-specific factor, country-level explanatory variables such as GDP and inflation could affect firm financing structure. Majority of financing decision literature analyzed firm and country characteristics as explanatory variables of leverage, while those neglect the role of industry factors that are included in the variable of the study; except for the studies conducted by Mackay and Phillips (2005) , Simerly and Li (2000) who argued that the environmental dynamism could also influence the firm financial structure. Some recent studies such as Bilal et al. (2014) , Kayo and Kimura (2011) suggested that industryspecific covariates such as industry concentration, munificence, and dynamism also have a direct impact on firm leverage decision.
LITERATURE REVIEW
The modern capital structure theories were born since Modigliani and Miller (1958) study, which proposed that the modifications of firm's financing structure cannot change the firm value, under a perfect capital market assumption. However, those assumptions are unrealistic; in fact, the dividends, corporate tax, transaction costs, asymmetric information and so on exist (Brigham & Ehrhardt, 2011) .
Later on Modigliani and Miller (1963) revised their theory that interest can be tax-deductible, and it indirectly spurs the leverage utilization, and in turn, maximizes firm value. Thus, the higher debt ratio leads to the higher firm value due to the additional benefits from debt utilization. Subsequently, the prominent capital structure theories have emerged to explain firm's financing behavior.
Pecking Order Theory (POT)
In 1961, Donaldson (1961) conducted a survey of 25 large companies in the US. He concluded that management favors utilizing internally generated resources, if available, than to consume external source of funds.
Subsequently, Myers (1984) , Myers and Majluf (1984) strengthen Donaldson's (1961) findings by constructing the asymmetric information theory. This theory suggests that the firm's investment opportunities are privately well known by the insiders (firm managers), which are unknown by outsiders (investors).
Managers are reluctant to issue equity if they perceived that the market underprices the new equity issuance. On the other hand, investors are aware that managers are unwilling to make equity offerings whenever the market undervalues this issuance. Consequently, both managers and investors react in different manner based on their available information.
If a new project is financed by equity issuance, the new investors take advantage from underpricing and capture net present value (NPV) of new project, while the existing shareholders would lead to losing their NPV. Hence, internal source and leverage would be preferable to equity. As the internal source of fund is insufficient, firms seek riskfree credits, next turn to risky borrowings, and lastly equity financing. 
Trade-Off Theory (TOT)
In 1973, Kraus and Litzenberger (1973) constructed the optimal financial leverage model. They argued that the benefits from tax shield could be balanced by the cost of financial distress. As reported by Kim (1978) , Scott (1976) , this theory concludes that by weighting between tax-shield benefits and the costs concerning debt utilization, like bankruptcy, agency costs, as well as financial distress, an optimal financing structure can be achieved to maximize firm value.
Agency Theory (AT)
In 1976, Jensen and Meckling (1976) published a theory that debt might create an agency conflict. They found that the agency relationship happened when the principals (shareholders) delegated some authorities to the agents (managers) in order to perform the activities on the shareholders' behalf. In some occasions, managers do not perform activities in the shareholder's interest. Thus, the conflict of interest between those parties becomes worse. Jensen and Meckling (1976) proposed that as the agency costs among equity holders and debt holders are increasing, the optimal combination of external sources among debt and equity would bring down the total costs of agency.
LEVERAGE DETERMINANTS

Firm-level determinants
The importance of firm-level variables on debt ratio determination could be explained by some prominent theories, i.e. Trade-off Theory (TOT), Pecking Order Theory (POT), and Agency Theory (AT). The relationships between debt ratio and its determinants might be positive or negative, depends on the theories they relied on (Kayo & Kimura, 2011) . Hence, we use the size of firm, growth, profitability, tangibility, liquidity, and risk as the firm-level determinants.
Firm's size could be explained by TOT as follows: the large company has more stable cash flow so that it can reduce the risk of using the debt/financial distress (Chen & Strange, 2005) . The large companies have lower default risk and probability of bankruptcy than small firms (Elsas & Florysiak, 2008) . The creditor considers large company as riskless firm, so these firms enjoy lower costs of debt than small companies; consequently, it will encourage large companies to use more debt (Song, 2005) . The larger company's size, the lower bankruptcy risk, the lower agency cost of debt and monitoring cost, so it is easier to access the credit market, and so on (Deesomsak, Paudyal, & Pescetto, 2004) . Lastly, large firms were less subject to bankruptcy due to diversified business entity, so they prone to more leverage level (Nagano, 2003) . Hence, TOT predicts a positive influence of firm size on debt ratio.
Meanwhile, POT argues that the large companies get financing more easily through issuing equity share in capital market, because they have less information asymmetry (Smith & Warner, 1979) . The other argument is when large companies issue equity share, the issuance costs are lower than that of small companies (Titman & Wessels, 1988) . Therefore, the relationship between size of the company and debt ratio as capital structure measure is negative.
Growth opportunity might be proposed by POT with the argument that higher growth opportunities of the company lead to greater asymmetric information. The company would prefer to use debt to suppress the asymmetric information that probably happened (Song, 2005) . So, POT suggests a positive impact of this variable on leverage. Based on AT perspective, with higher growth opportunity, firms are prone to have greater costs of agency, which lead to substantial costs of debt. When manager takes opportunity in the risky projects, creditors will burden more interest charges. This practice leads a corporate control shift to creditors, since more cash flow would be used as interest payments. Consequently, these firms tend to maintain lower debt ratio level to minimize creditors' constraints as in debt covenants (Jensen & Meckling, 1976) . Therefore, AT proposes a negative association between this variable and debt ratio.
Profitability might be elaborated with POT that the firms with higher profitability level have larger internal financing sources, so their financing needs from external sources are less (Schoubben & Hulle, 2004) . Thus, POT proposes a negative association between this variable and debt ratio. Meanwhile, TOT suggests the profitable companies tend to have more advantages of tax shield (Pettit & Singer, 1985) . Consequently, the relationship between this variable and leverage would be positive. According to AT, companies which have higher profitability prefer to utilize debt financing to reduce misuse of funds by managers; the companies prefer to distribute their profits rather than use it for re-investment (Hardiningsih & Oktaviani, 2012) . Consequently, the relationship between profitability and leverage would be positive.
Assets structure (tangibility) premises as proposed by TOT are as follows: a business which has more assets will get more loan, because creditors will always ask for collateral (Brigham & Ehrhardt, 2011) . Also, the company's assets could be pledged as collateral in borrowing decision, and consequently, the more assets a company has, the more it will escalate the level of debt capacity (Elsas & Florysiak, 2008) . Thus, the association between assets structure (tangibility) and debt ratio is positive. Meanwhile, POT argues that when a company has higher proportion of asset tangibility, then the valuation of assets becomes easier; so the problem of information asymmetry becomes less. Thus, the company can reduce debt utilization when the proportion of tangible assets increases (Schoubben & Hulle, 2004) . Therefore, the relationship between assets structure and debt financing would be negative.
According to Deesomsak et al. (2004) , Ozkan (2001) , liquidity could be perceived as current assets divided by current liabilities ratio. Liquidity can explain POT with the argument that the company prefers to use internally generated financing more than external funding; thus, a company with high liquidity level is expected to reduce borrowing consumption (Deesomsak et al., 2004) . Therefore, the association between this variable and debt ratio is supposed to be negative.
Regarding firm's risk, TOT proposes that as the firms' earnings volatility increases, the financial distress probability is higher due to uncertain inflow earnings; consequently, they are not able to pay the interest charges and go bankrupt; this will lead to lower debt level (Krishnan & Moyer, 1997) . AT suggests that firm's risk also has a negative influence on debt ratio, because the higher the volatility of firm's earnings (or business risk), the greater the probability of its cash flows not being sufficient to fulfill debts payments (Harris & Raviv, 1991) . The POT also suggests a negative impact of this variable on leverage, because with higher earnings volatility, firms would accumulate capital when they are prone to avoid losing investment opportunities in times of deficits (Myers, 2001 ). Based on arguments of those prominent capital structure theories, the impacts of risk on firms' leverage should be negative.
Industry-level determinants
The series of firm financing studies mostly use dummy variables in controlling the industry effect on debt ratio, and few of those researches characterize, rather than classify, each sector as the leverage determinants (Kayo & Kimura, 2011) . In one science of strategy, Simerly and Li (2000) suggested that environmental factors to all firms in a given industry should be considered when determining corporate strategy. Hence, it makes sense that the specific nature of the given industry could also affect the firm financial structure (Bilal et al., 2014; Kayo & Kimura, 2011) . Regarding this, we also analyze three industry variables viz. concentration, munificence, and dynamism.
The first concept in industry-level factor as our concern is industry concentration. A study conducted by Mackay and Phillips (2005) divided the industry into high-and low-concentrated industry. They argued that the firms operating in higher industry concentration (HHI) tend to have higher profitability and size, as well as the risk. Consequently, these firms have higher level of leverage and lower intra-industry dispersions. Meanwhile, the firms operating in lowconcentrated industries have lower leverage level (Mackay & Phillips, 2005 Bilal et al. (2014) found that industry concentration negatively influences on debt ratio in a developed country (Spain) and an emerging economy (Malaysia), but it has a positive influence in a developing country (Pakistan). From this point of view, to capture industry concentration effect on leverage, HHI is used to measure the influence of industry concentration on debt ratio. The firms operating in high-concentrated industry tend to have higher profitability compared to firms operating in low-concentrated industry (Mackay & Phillips, 2005) .
Regarding the influence of profitability on leverage in firm-level determinants, it could be a positive or negative relationship depending on the underlying theories. As mentioned before, POT predicts a negative effect of this variable on leverage; meanwhile, TOT and AT predict a positive one. Expanding capital structure theories from the firm-level variables into the industry-level variables, POT confirms the negative association between industry concentration and debt ratio; whereas TOT and AT prove the positive relationship. Therefore, this study tests the hypothesis whether industry concentration substantially influences on debt ratio.
The second concept in industry-level factors which play an essential role in leverage determinants is munificence. Munificence was defined by Dess and Beard (1984) as the capacity of environment to sustain growth. The larger munificence environment has abundance of resources, consequently the profitability is higher (Dess & Beard, 1984) . Confounding results were also found from previous studies. Kayo and Kimura (2011) found a negative influence of munificence level on leverage across both the developed countries and the emerging countries. On the other hand, Bilal et al. (2014) documented a negative relationship in a developed country (Spain), but positive relationship in an emerging economy (Malaysia) and a developing country (Pakistan). Similar to industry concentration, POT predicts a negative influence of this variable on leverage, while TOT and AT predict a positive one. Hence, we test the hypothesis that munificence influences the leverage.
The third concept in industry-level factors that we analyze is industry dynamism. The concept of industry dynamism concerns the firm's business risk (Tsvirko, 2014) or the rate of instability due to the change of environment (Child, 1972; Dess & Beard, 1984; Simerly & Li, 2000) . Business risk is defined by Ferri and Jones (1979) as expected variability in future income. The firms operating in high business risk industry tend to have lower leverage level due to higher profit uncertainty to estimate their ability to pay the fixed obligation. High-profit volatility potentially makes financial distress, and the firms tend to decline their leverage level (Ferri & Jones, 1979) . Therefore, this study tests whether industry dynamism negatively influences debt ratio.
Country-level determinants
Some literature suggests the firm's financing decision should not only consider the firm's characteristics, but also country-specific variables, for example, country's institutional environment, legal framework, corporate governance, and macroeconomic factors (Deesomsak et Mitton (2008) suggested that country-specific variable effects could be subsidiary compared to firm-specific covariates. Considering these arguments, we analyze two country-specific determinants, viz. growth of GDP and rate of inflation, using the Indonesian market as the subject of the study. Mitton, 2008) found that in case of the economic downturn (proxied by GDP growth), firms are prone to decrease borrowing decision due to unfavorable revenue performance, increase potential bankruptcy costs and financial distress, and reduce operating cash flow. On the contrary, when the economy is booming, firms seek more funds for undertaking good projects and implementing expansion programs. Expanding firm-level capital structure theories into coun-try-level, such as POT and TOT, the influence of GDP growth on firms financing decision can be positive or negative depending on these underlying theories. Therefore, this study tests the hypothesis whether GDP has a significant influence on firm leverage.
As inflation could be predicted, the inflation premium tends to be included in the nominal interest rate by the lenders to reduce their default risk issues. Hence, an inflation premium spurs the additional interest rate as borrowing costs (Brigham & Ehrhardt, 2011) . The research scholars Beck et al. (2008) , Booth et al. (2001) documented an opposite relationship between this variable and debt ratio, and they found that firms minimize their leverage debt utilization, because the interest rate is higher as a result of greater inflation rate. This study test the hypothesis whether the rate of inflation has a negative relationship with firms leverage.
METHODOLOGY
Data and sample
This study analyzes capital structure determinants across sectors with Indonesian listed firms as a pilot of the study. Firm-level and sector-level data were mainly retrieved from Thomson Reuters Eikon, Indonesian Stock Exchange (IDX) Fact Book and Indonesian Capital Market Directory (ICMD), while country-level data were obtained from Statistics Indonesia (BPS) and World Bank (WB) Indicators.
The sample includes all firms in IDX across sectors based on JASICA (Jakarta Stock Industrial Classification) for covering the 12-year period from 2005 until 2016. As a common consensus, incomplete data elements and firms from the financial sector are dropped from objects of this study. The initial sample was 534 firms; after 
Independent variables -Industry Level (L2)
Industry Concentration (HHIC)
The sum of squares of each firm's market share within a given industry TOT, AT POT Munificence (MUNI)
Step 1: conducting time regression against sales of an industry for the past five years under the period of study
Step 2: taking the ratio of the slope coefficient of regression divided by the mean value of sales for the same period
The ratio of standard error of slope coefficient from the munificence regression divided by the mean value of sales for the same period excluding financial sector firms and incomplete data elements, the final sample was 419 firms with unbalanced panel data. Table 2 shows the number of sample in unbalanced panel data set for the whole sample, as well as for each sector.
Model
Basically, this study analyzes the influence of three level determinants on firm leverage. Hence, we classified the determinants into 3 levels viz. firm-level, industry-level, and country-level determinants. Level 1 (L1) contains the firm-level covariates, i.e., size, growth, profitability, tangibility, liquidity, and risk; Level 2 (L2) includes the sector-level covariates, i.e., industry concentration, munificence, and dynamism; and lastly Level (L3) consists of country-level covariates, i.e., GDP growth and inflation rate. The F-test which is utilized to select the preferred model is as follows (Gujarati et al., 2012) : It should be noted that methods of F-test calculation as (8) and (9) Table 3 exhibits the regression result of various models that describe the relationship between leverage and its determinants using cross-section fixed-effect method based on unbalanced panel full sample data; here the dependent variable is total leverage (TDMV). Model 1 to Model 3 present the relationship between debt ratio and the variables viz. firm-level (L1), industry-level (L2), and country-level (L3) as determinants. Model 4 to Model 7 are nested models by combining L1, L2, and L3 as determinants. The preferred model is selected using the artificial testing procedure (F-test) as mentioned in formulae (8) and (9). Table 4 exhibits the selection results of the preferred model to describe the relationship between debt ratio and determinants based on artificial testing procedure (F-test) as mentioned in formulae (8) and (9) . The tests show that the preferred model based on unbalance panel full sample data sets is Model 7. In other words, by utilizing unbalanced panel full sample data, the variables from all levels viz. firm-level (L1), industry-level (L2), and country-level (L3) variable are essential to be considered as determinants of leverage. 
RESULTS AND DISCUSSIONS
Results of regressions
Model selection
Method selection
According to Gujarati et al. (2012) , the regression method of paned data can be analyzed through three methods, namely: Pooled OLS, Fixed Effect, and Random Effect. Hence, the regression method of Pooled OLS and Random Effect are also conducted by the similar way with the Fixed Effect method as in Table 3 and Table 4 
The analysis of capital structure determinants -full sample data
As in Table 3 , Model 7 demonstrates the preferred models of the relationship between debt ratio (TDMV) and its determinants (L1, L2, and L3). All level determinants have an impact on total debt ratio at 1% significance level and overall these variables explain about 73% of leverage variations. (8) and equation (9) . P-values are *** significant at 1% level, ** significant at 5% level, * significant at 10% level. Growth opportunity has a negative association with debt ratio, thus this result supports AT. According to POT, having higher growth opportunity, the companies lead to higher information asymmetry. Therefore, they prefer debt financing to suppress asymmetric information (Song, 2005) . Meanwhile, AT predict that firms which have growth opportunity prefer low leverage to minimize the creditor's constraints imposed due to risk-shifting issues (Jensen & Meckling, 1976 ). This finding is in line with Kayo and Kimura (2011).
Profitability show negative impact on leverage, and this finding confirms POT which proposes that the profitable companies have more substantial internal financing resources, and POT predict that firms prefer to use internal resources then later on debt as external source of financing (Harris & Raviv, 1991; Titman & Wessels, 1988 Tangibility positively impacts on leverage and confirms TOT which postulates that asset structure of firms can be pledged as debt collateral; consequently, the more fixed assets of companies have, the more they can provide asset guarantee and encourage to borrow more money ( Liquidity has a negative association with leverage; this finding sustains POT in which the more liquid are the companies, the more internal resources they have. Since companies have a lot of internally generated funds, POT predicts that they prefer to use it as a source of financing before using debt financing. This result confirms the results of studies by de Jong et al. (2008), Deesomsak et al. (2004) .
Firms' risk negatively impacts on leverage, so this finding sustains TOT which argues that the riskier the firms' business, the higher earnings volatility or uncertainty exposed. Consequently, the cost of debt charged is higher and the firms discourage to utilize debt financing (Krishnan & Moyer, 1997 (2011) in developed and emerging countries. Firms operating in high-concentrated industry tend to have higher profitability compared to firms operating in low-concentrated industry; consequently, they have more internal resources which can be used as a financing source. POT postulates that firm managers are willing to use internal fund first before utilizing external resources and the relationship is supposed to be negative (Myers & Majluf, 1984) .
Munificence also negatively affects the leverage. This finding agrees with POT and is in line with results of studies conducted by Kayo and Kimura (2011) in both developed and emerging countries, and also Bilal et al. (2014) in a developed country (Spain). Firms operating in the environment abundant of resources (higher munificence level) are prone to generate more revenue and cash flow. POT predicts a negative influence of this variable on debt ratio, as the profitable companies prefer to utilize an internal source of financing (Myers & Majluf, 1984) . Taggart (1985) argued that in the tax savings-bankruptcy costs model, inflation could raise the deduction value of interest tax from debt utilization; therefore, inflation rate might positively affect the firms' leverage.
Further analysis across sectors
Model selection for across sectors
In analyzing capital structure across sectors, all of the possible models from Model 1 to Model 7 as in equation (1) to equation (7) should be regressed for each sector. For the sake of conciseness, the regression results using seven models for eight sectors are not presented here and kept by the authors.
The results of F-test as in Table 6 exhibit the preferred model of each sector, which describes the relationship between debt ratio and its determinants, i.e., a combination of firm-level (L1), industry-level (L2), and country-level covariates (L3).
The tests show that the preferred models for each sector or industry are different from other sectors, this indicates that sectorial behavior has a crucial role in leverage determination. Table 7 exhibits the relationship between debt ratio and its determinants (combination of L1, L2, and L3) across sectors or industries based on the preferred model as results of F-test as in Table 6 . It exhibits that sign and magnitude of determinant impacts on leverage are varied across sectors, as suggested by Booth et al. (2001) . The impacts of these determinants on debt ratio react differently across industries. This result indicates that sectorial behavior is relevant and it should be considered in analyzing the association between debt ratio and determinants. Profitability has a negative correlation with leverage for all sectors, except for firms in the customer goods industry and trade and service that indicate insignificant results. The negative impact of this variable on leverage supports POT (Schoubben & Hulle, 2004) .
The result of regression based on the preferred model across sectors
The relationship between tangibility and leverage is positive across all sectors, although the firms in mining, miscellaneous industry, and consumer goods in-dustry exhibit insignificant results. The positive association between tangibility and leverage confirms TOT (Elsas & Florysiak, 2008) , while the negative relationship supports POT (Schoubben & Hulle, 2004 ).
Liquidity shows a negative influence on debt ratio across the miscellaneous industry, consumer goods industry, infrastructure, as well as trade and service sectors; but the property firms show a positive impact of this variable on debt ratio. The negative influence of leverage on debt ratio supports POT (Deesomsak et al., 2004) ; meanwhile the positive association probably firm's debt consumption inclines as liquidity level amplifies the debt service coverage ratio (Anderson, 2002 ).
Firm's risk indicates a negative association with debt ratio among the infrastructure sector; but surprisingly, it shows the positive correlation among the trade and service sector. The negative impact of firm's risk on debt ratio supports TOT (Krishnan & Moyer, 1997; Titman & Wessels, 1988) , AT (Harris & Raviv, 1991) and POT (Myers, 2001 ). Meanwhile, the positive influence of this variable on debt ratio contradicts with TOT, AT, and POT, according to the results of a study by Correa, Basso, and Nakamura (2007).
Industry concentration has the same direction with leverage across the agriculture, property, and trade and service sectors; but it has an opposite direction with leverage across the mining, miscellaneous industry, and Infrastructure firms. The positive association between industry concentration and leverage supports TOT and AT, while a negative relationship confirms POT. This association is mainly because the firms operating in high-concentrated industry prone to higher profitability than those in lowconcentrated industry are (Mackay & Phillips, 2005) . TOT predicts that the more firms generate profit, the higher their debt capacity. So, they encourage to borrow new debts due to the cheaper cost of debt and other tax advantages (Pettit & Singer, 1985) . AT argues that debt financing is needed to discipline managers (Jensen & Meckling, 1976) . POT suggest that firms with higher profitability level have larger internal financing sources, so their financing need from external sources are less (Schoubben & Hulle, 2004) .
Munificence is found to be negatively related to leverage across the agriculture, mining, and trade and service sectors; while it positively influences leverage among the infrastructure firms. The positive influence of munificence on leverage support TOT and AT, while negative correlation promotes POT. According to Dess and Beard (1984) , firms operating in high munificence environment have abundant resources, the level of competition amongst firms within an industry is low, and consequently, their profitability tends to be high. Expanding firm-level prominent capital structure theories into the industry-level variables (Kayo & Kimura, 2011) , then TOT and AT predict negative relationship, whereas POT suggests a positive association between munificence and leverage.
Dynamism impacts negatively on leverage across the miscellaneous industry and trade and service sectors, but strangely, it positively influences on leverage among the agriculture sector firms. The negative association between dynamism and leverage supports TOT, AT, and POT; this is because firms operating in given industry experience similar instability of environmental change (Simerly & Li, 2000) and profit instability or volatility tend to reduce level of leverage due to increasing financial distress (Ferri & Jones, 1979) .
GDP growth has a negative association with leverage across the miscellaneous industry, property, and infrastructure firms, while the remaining sectors show an insignificantly negative influence of this variable on debt ratio. This finding supports POT in which as the economic condition is growing, firms are looking for the source of financing to expand their business, and POT argue that firms prefer to utilize internal resources in their project financing (Myers & Majluf, 1984) .
Peculiarly, inflation rate positively influences on leverage across the mining, basic industry, property, and trade and service firms; whereas the rest of sectors show insignificantly positive effects of this covariates on debt ratio. The positive correlation of this variable and debt ratio due to the nominal value of tax advantage from debt utilization is higher than inflation premium, which is accounted in interest rate components (Taggart, 1985) , so firms prefer to use debt financing. Note: This table shows the result of artificial nested testing (F-test) to select the preferred model for total leverage measurement (TDMV) based on the unbalanced panel for each sector data set. P-values are *** significant at 1% level, ** significant at 5% level, * significant at 10% level. 
CONCLUSION
Since past literature of capital structure mostly emphasized on the firm-and country-level covariates, this study also highlights industry-level variable viz. industry concentration, munificence, and the dynamism, which may influence on firm's leverage. This study also analyzes the relationship of three-level determinants viz. firm level, industry-level, country-level and leverage, both full sample and across sectors. Hence, we investigate Indonesian listed companies as pilot of a study.
Model selection analysis shows that firm-level covariates are persistently considered as primary determinants. Artificial nested testing (F-test) selects preferred models that can be implemented in full consolidated sample, as well as across sectors data sets. Results of analysis on unbalance panel full sample data exhibit that those three level determinants explain the variation of total leverage about 73%. Meanwhile, further study of capital structure across sectors shows that each industry has different combinations of those three level determinants, which may influence on debt ratio structure. Moreover, the sign of relationships and magnitude of impacts of those variables on leverage are varied across sectors. This study also confirms previous literature that financing behaviors across sectors or industries differ from each other.
This study findings strongly confirm that the influence of three level determinants varies across sectors, which is attributable to diversity of the sectoral behaviors. The indirect impacts of sector characteristics on these determinants are observable via the changes of sign and the coefficients magnitude of covariates across industries.
Firstly, the majority of firm debt ratio is highly dependent on growth opportunity and followed by profitability. These covariates seem to be the most essential variables relating to leverage and consistently maintain a negative relationship with a debt ratio, although their sensitivity varies across sectors.
Secondly, the associations between leverage and explanatory variables are likely to be persistent, although some of them indicate a different orientation. For example, firm size impacts positively on leverage across all sectors, except for the consumer goods industry firms.
Thirdly, the mechanism between the leverage and firm size shows positive correlation and remains consistent with TOT. Similarly, the positive sign of tangibility with leverage financing also sustains the applicability of TOT. Alternatively, profitability, risk, and liquidity sustain the POT. Also, growth opportunity shows a negative relationship with leverage and strongly confirms AT.
Additionally, industry-level variables are important and indicate essential effects on debt ratio across sectors. The industry concentration is positively responsive to leverage among the agriculture, basic industry, property, and trade and service sectors. However, this variable negatively impacts on leverage among the mining, miscellaneous and infrastructure sectors. The industry munificence becomes the important variable across the agriculture and mining sectors and maintains a negative relationship with leverage, although it positively impacts on leverage among the infrastructure firms. Lastly, industry dynamism impacts negatively among the miscellaneous industry and trade and service sectors, but this variable affects positively across the agriculture firms.
Last but not least, GDP growth rate is persistently considered an essential factor and maintains a negative relationship with leverage across the miscellaneous industry, property, and infrastructure firms, while the inflation rate consistently maintains a positive relationship with leverage across the mining, property, and trade and service sectors.
